This paper addresses the imperative need to understand the relationship between inward FDI and trade by developing a new conceptual approach and providing empirical evidence. We use an expanded time dataset, from 1992 to 2008 and an enriched dataset of countries, sectors and location factors. In regards to the inward FDI vs. imports relationship, results comply with our theoretical formulation and strongly indicate an overall complementarity with each other. In the case of FDI we find strong locational characteristics such as the large market size, the gradual improvement of the macroenvironment and finally the quality of labour force to play a positive role.
INTRODUCTION
Since the early nineties, Central and Eastern European Countries (CEECs) 1 , with the economic liberalisation process, the gradual opening up of their borders and their recent accession in the European Union (EU), have emerged as essential players in the international scene. Following the rapid globalisation process, characterised by increasing technological progress, new production, organisational and management systems and a constantly growing role for competition, the countries of this region are, nowadays, well engaged in trade with partner countries and at the same time host significant amounts of foreign activities.
Both trade and Foreign Direct Investment (FDI) can potentially enhance economic growth and development and therefore the examination of their relationship is of particular importance for the growth prospects of CEECs, especially in the context of an expanded EU. On theoretical grounds, there is a variety of approaches that model the FDI and trade relationship. These span from early theories of FDI, like the internationalisation theory and the eclectic paradigm, to general equilibrium trade and new trade theory models of Multinational Enterprises (MNEs). Until now, though, no common ground has been established between theoretical explanations coming from an international business or an international economics literature perspective. This paper contributes to the above discussion by developing a conceptual framework that provides explanations on the FDI Trade relationship focusing primarily on the issue of inward FDI and imports in an economy. The issue of whether increased inward FDI causes replacement or expansion of imports and vice versa has been examined both theoretically and empirically but continues to remain unresolved. It is of particular interest, therefore, to study the above relationship in the region. This paper places particular emphasis on two issues: on the issue of the interrelationship between inward FDI and imports, i.e. complementarity vs. substitutability and on the location determinants of inward FDI for the ten new EU member-states of CEE 2 and a candidate member state, Croatia. Our empirical exercise builds on 1 United Nations Conference on Trade and Development (UNCTAD) changed the classification of countries in 2005; the eight former countries of CEE that first joined the EU are now classified into the developed ones along with Malta and Cyprus as the 10 new member states of the European Union (EU). The rest of the countries including Bulgaria and Romania have been classified in the region covering the South-East and the Commonwealth Independent States (CIS). Croatia belongs into this latter region. For analytical purposes we refer to these countries as commonly known, i.e. CEECs. 2 The new EU member states are Czech Republic, Estonia, Hungary, Latvia, Lithuania, Poland, Slovak Republic, Slovenia and the recently accessed Bulgaria and Romania.
the three-stage least squares (3SLS) technique developed by Zellner and Theil (1962) . This technique allows us to derive intuitive conclusions on both inward FDI and imports' driving forces as well as on the existing link between the two.
According to a survey by Ernst & Young (2010) CEE is regarded by international executives as the third most attractive foreign investment location after Western Europe and China and is the second most favoured place for investments in manufacturing industries. The stylized facts regarding FDI inflows into the region are a clear manifestation of the region's importance for international investors. Although global FDI inflows in the turn of the century declined by more than 40% following the global economic slowdown, flows into this region grew by 2% in 2001 and as of 2010 these countries were considered by international executives as the third most attractive foreign investment locale after Western Europe and China and were the second most favoured place for investments in manufacturing industries. Further data from United Nations Conference on Trade and Development (UNCTAD) presented in Table 1 show that these countries have only been affected by the crisis in 2009 and their levels of inward FDI have picked up again in 2010.
Insert Table 1 here
Within this context the present study contributes in five major ways:
Firstly, we develop a new conceptual approach based on Dunning's (1981; 1986 ) Investment Development Path (IDP), to study the relationship of inward FDI and imports. Our argumentation adopts a multidisciplinary approach, adds to the existing theoretical explanations and further enhances the active mainstream literature on the role of FDI on trade.
Secondly, on the grounds of the above theoretical conceptualisation, we develop and operationalise a number of empirically testable hypotheses linked to the factors that are more likely to influence imports and inward investment decisions in countries that are in transition from centrally planned to market economies.
Our third key contribution is primarily empirical and is based on the fact that we carry out our analysis not only on aggregate inward FDI and imports, as most of the empirical studies up to this point, but
we further differentiate among the primary, secondary and tertiary sectors of the economy, i.e. agriculture, manufacturing and services. We theoretically assume and empirically demonstrate that activities in these different sectors will display different behaviour in the various stages of economic development as defined by Dunning (1981; 1986) in IDP.
Fourthly, our research focuses on an expanded CEE region (including not only the current EU member states but also a candidate country with similar characteristics, i.e. Croatia), for which, to the best of our knowledge, this relationship has not been explored, for an extensive time span covering up to the most recent year of 2008. To capture differences between countries we use a number of variables capturing the different paths towards accession that these countries have followed as well as the different decisions made by EU bodies regarding their progress.
Our final contribution is the enrichment of our empirical analysis with variables capturing not only the effect of the overall macroeconomic but also the institutional environment in these particular countries.
We incorporate variables that capture the overall investment profile of the country, government stability, the health of legal framework, corruption in politics and the quality of bureaucracy as well as variables that capture socioeconomic distress. It has been clearly demonstrated in the literature that these variables significantly influence international investors' decisions (Daude and Stein, 2007; Bellos and Subasat, 2012) , especially in the context of CEECs, and contribute towards understanding how the levels of political and economic stability affect inward FDI and imports relationship in transition economies. Very limited studies have accounted so far for such factors in the region under consideration, The work of Grosse and Trevino (2005) is an exception on these grounds.
The remainder of this study is organised in the following sections: The next section investigates the relationship between FDI and trade and the FDI determinants through the lens of a thorough literature review. Section 3 conceptualises our framework and leads to the model and hypotheses formulation in section 4. Section 5 presents and discusses the results whilst section 6 concludes the paper offering plausible policy recommendations and implications.
II. UNDERLYING FRAMEWORK: INWARD FDI -IMPORTS RELATIONSHIP IN CEECs
A country's development path, as suggested by Dunning (1981; 1986) is not independent of its inward FDI flows. MNEs through FDI, transfer new technologies and innovative ways of production thus enhancing the growth and the development process of the host economy. This process is further augmented through externalities to local firms and training of the local labour force. This development process is described in Dunning's IDP (1981) and the underlying eclectic paradigm [Ownership, Location, Internalisation framework (OLI)]. In a seminal paper published back in 1981, Dunning explains the International Investment Position of countries using "…a Dynamic or Development Approach".
In detail, IDP describes five stages of development through which, countries are distinguished by their propensity to be outward and/or inward investors. This propensity rests on the extent and pattern of the competitive or ownership specific (O) advantages of the indigenous firms relative to those of other countries (ownership advantages regard intangible knowledge, managerial or marketing advantages, brand names etc); the competitiveness of the location-specific advantages (L) relative to those of other countries;
and the extent to which indigenous and foreign firms choose to utilise their O advantages jointly with the location-specific resources and capabilities of home or foreign countries through internalising (I) the crossborder market for these advantages rather than by some other organisational route.
The countries of CEE belonged to the second stage of development for the decade of nineties and some of them have only recently moved to the third stage. This means that domestic markets may have grown either in size or in purchasing power. Hence, for the time period under examination, the CEECs experienced the undertaking of some local production by foreign investors which seemed as a viable and profitable alternative to imports. The L advantages of the potential host are decisive, especially for exportoriented industries, which basically exploit natural resources and primary commodities, creating forward vertical structures in their production into labour-intensive low technology and light manufactures (Dunning and Narula, 1997; Venables, 1999; Zhang and Markusen, 1999) . Simultaneously, the O advantages of domestic firms will have increased from the previous stage and will exist due to the development of support industries. Recently, Dunning et al. (2001) 
III. MODEL FORMULATION AND UNDERLYING HYPOTHESES
In the previous section we argued that the countries under investigation are classified as stage-two countries for the longest period of our time span and some of them as stage-three countries only lately according to the IDP. During their second stage of the IDP, the CEECs gradually built some desirable L characteristics to attract foreign investors. At the same time, the opening-up of borders in the early 90s allowed for importing a number of (basically) consumer goods that have previously been excluded from those markets. In addition, for countries belonging to the first and second stages, according to Dunning et al. (2001) , inward FDI and imports 3 are very likely to be in different sectors. We can distinguish here three sources of increased imports for the CEE region. Two of those sources are related to the stage of the IDP and one is specific to the particular region under investigation. The first two correspond to either imports directed to different sectors than FDI or imports of intermediate inputs required in production. The third source, which is idiosyncratic to the region, reflects the increased import flows due to the opening-up of borders.
Given the lower production costs in the region, foreign investors are likely to move there those stages of production that are resource or labour intensive, i.e. assembling of final goods. In this case, imports of intermediate inputs in production would be inevitable. That would then result in an increasing amount of FDI followed by significant import flows aiming at complementing foreign production.
On the other hand, the increased imports will consequently further boost the FDI attracted in the local economy. As the production base of the country augments and trade liberalises, a greater than before number of foreign investors consider the host country as an attractive location and thus invest there. This behaviour acts as the starting point to a virtuous cycle in inward FDI-Imports relationship.
Following the preceding analysis, two are the major hypotheses (H) to be tested in line with our theoretical argumentation. The first hypothesis concerns the relationship between inward FDI and imports and is formulated as follows:
H1: There is a complementary relationship between inward FDI and imports for the countries of CEE under consideration according to their IDP position.
3 Dunning et al (2001) refer in general to FDI and trade, however, elaborating the argument, the relationship refers to either outward FDI and exports or to inward FDI and imports which is our case here.
The second hypothesis reflects the determinants of inward FDI for countries in the second stage of the IDP 4 . This second hypothesis will be broken down to several sub-hypotheses below. Building again on the characteristics of the second stage of the IDP as discussed earlier and on Dunning and Narula (1997) and Narula and Dunning (2000) , the second hypothesis is formulated as:
H2:
The existence of certain location-specific advantages (S), in the second to third stage of IDP countries, will exert a positive influence on inward FDI.
On the above grounds, we hereby place particular emphasis on institutional quality as captured by a number of utilized variables. Schmieding (1993) states that institutions encompass not only bureaucracies and administration but also, more importantly, the entire body of formal laws, rules and regulations as well as the informal conventions and patterns of behaviour that constitute the non-budget constraint under which economic agents can pursue their own individuals ends. Further to the this, the quality of institutions enables the reduction of information asymmetries, through better information on market conditions, goods and participants, which in turn can encourage investment, either domestic or foreign.
In order to test our hypotheses, the following system of equations is estimated 
Where i stands for the country under consideration and t for the respective year.
The FDI equation 6 (FDI INFLOWS), where FDI is measured in inflows, is a function of imports (IMPORTS). Though a considerable amount of FDI in the region has taken place through privatisation and 4 We refer to the second stage as the countries under consideration belonged to this stage for the longest period of our analysis. 5 In the FDI Equation we used alternatively the variables TECHNOLOGY and R&D/GDP but for simplicity we report here only the later one. 6 It must be mentioned here that all of the studies carried out for the CEECs, are country-level, either dealing with total FDI inflows in the region or bilateral flows from some advanced origins to CEEC destinations, for there is lack of "consistent and detailed sectoral data" (Resmini, 2000, p.666) . The only exception belongs to Resmini (2000) who analyses the determinants of FDI inflows in the manufacturing sector of twelve host CEECs, following the Pavitt (1984) . The opening up of CEECs' markets was the obvious choice especially for firms whose established markets in the West were saturated (Lankes and Venables, 1996; Meyer, 1998; Boeri and Brücker 2000; Bevan and Estrin, 2000; Clausing, 2000; Altomonte and Guagliano, 2001; Rojec and Jaklic, 2002) .
H3: Real GDP is expected to have a positive influence on FDI
The specific factor S, mentioned in H2, is captured by the potential of the local economy in creating skills to the labour force. This is captured by two intensity measures capturing the number of teachers per pupils in primary and secondary education (PRIMARY EDU and SECONDARY EDU respectively). Dunning (1988) maintains that the skill and education level of labour can influence both the volume of FDI inflows and the activities that MNCs engage to in a county. The availability of skills plays a crucial role for "the implementation of innovative production technologies and to the adaptation to a Western business culture" although "this technology remains less advanced than in the home countries" (Carstensen and Toubal, 2004; p. 17 and p. 9 respectively; Rojec and Jaklic, 2002) .
In particular, a high secondary education intensity measure indicates the existence of a skilled labour force that can adapt to new production methods in a highly productive way. In this case a positive sign will be in support of the emerging new patterns of specialised location determinants 10 .
H2a: Primary education intensity is expected to have a positive impact on FDI
H2b: Secondary education intensity is expected to have a positive impact on FDI Labour costs are captured by unit labour cost (ULC) reflecting a more traditional 'efficiency-seeking behaviour' 11 . This investment behaviour is closely related to second stage IDP countries where FDI takes place primarily for gaining efficiency in production. Taking into consideration that the dominant investors are the more advanced European countries and the US, a negative sign will consent to the location's characteristics expected for a second stage IDP country. Labour costs have been found to exert a significant effect on foreign investments in the region, either when examining solely the wages (Holland and Pain, 1998) or when taking labour productivity into consideration (Bevan and Estrin, 2000; Weiss et al., 2001; Egger and Stehrer, 2003) 12 .
H4: Unit Labour Costs (ULC) are expected to have a negative impact on FDI
The real interest rate (REAL INTEREST) is included as a measure of risk premium for the economy on the grounds that a higher interest rate implies a non-credible and non-stable market on the one hand, and a significant cost to investors for raising capital from the local financial market, thus advantaging financial capital flows from abroad. Uncertainty with regards to macroeconomic conditions, as well as the institutional framework, has been found in the related literature to exert a negative impact on inward FDI into the region (Holland and Pain, 1998; Bevan and Estrin, 2000) . More recently, Aizenman and Noy and captures the commitment of the host economy to create those conditions that would enable local as well as foreign firms to create new knowledge (Neven and Siotis, 1996) . The effect of those two variables on 11 Cost factors are at the heart of the Hecksher-Ohlin traditional trade theory. Foreign investments are considered to be motivated by production cost differentials, which investors exploit in order to increase their profits by reducing their cost of production. It is, however, beyond the scope of this paper to explain FDI determinants within this framework. 12 See also Lansbury et al. (1996 ), Meyer, (1998 , 2001 ) and Hardy (1994) .
FDI though, especially for countries that are in the second stage of development is ambiguous. In principle, foreign firms are attracted by economies that have the potential to create new knowledge. Contrary, though, this variable can capture the building of host firms' advantages which could result in intense competition or even higher labour costs.
H6:
The effect of technology and R&D related variables on FDI can be either positive or negative
In order to account for the overall macro-environment we also included six variables capturing the investment profile, the quality of the bureaucratic system, the existence of corruption in politics, the government's stability, the existence of a cohesive legal framework and the amount of Mergers and Acquisitions in the host economy. The investment profile (INVESTMENT PROF) is a measure of expropriation risk, contract viability, the easiness in profit repatriation and the payment delays.
Bureaucratic Quality (BUREAUCRACY) acts as a supplement to the government's stability. In countries with a good rating, the local bureaucracy can facilitate policies, act in an autonomous way of political pressures and offer to the international investors a stable partner irrespectively of the governmental changes. To adjust for country and time effects we also included the following dummies: for cultural proximity of the Baltic States to the Nordic countries we implore a dummy variable, BALTIC as FDI also is assumed to differ in the Baltic region firstly due to their geographical distance from the rest of Europe and secondly because they receive flows from particular origins due to cultural factors (Brainard, 1997; Meyer, 1998; Ebbers and Todeva, 1999; Boeri/Brücker et al., 2000; Bevan and Estrin, 2000) .
The method of privatisation followed may act to a greater or lesser extent as a stimulant to foreign investors hence a dummy (METH) is included for those states that have followed direct sales to strategic owners as a privatisation method according to the EBRD (various issues). explore this relationship we included in the analysis a more qualitative variable, which captures the socioeconomic conditions in the countries under investigation (SOCIO CONDITIONS). This variable is a composite one and consists of measures of the unemployment rate, the consumers' confidence and the poverty levels in the local economy. High levels of those three sub-components would indicate a higher income inequality and might be the case of social dissatisfaction and distress, significantly affecting imports in a negative way according to the International Country Risk Guide 15 .
IV. SAMPLE AND METHODOLOGY
V. Table 3 .
Insert Table 3 here
V.b Econometric techniques
The present study differs from other relevant articles in the literature testing the inward FDI-imports relationship in that we depart from conventional testing of gravity models used elsewhere (Pantulu and Poon, 2003; Clausing, 2000) or simple regression tests (Swensson, 2004; Aizenman and Noy, 2005) and proceed with Zellner and Theil (1962) 3SLS (Three-stage Least Squares) estimator to get consistent and efficient estimators of the system in order to account for endogeneity. The 3SLS satisfies the requirements for an IV (Instrumental Variable) estimator and therefore is consistent.
V. RESULTS AND INTERPRETATION
Our first set of results is presented in table 4 18 . At a first stage, the model is estimated without the macro-environment or the dummy variables (model 1). At later stages, we include the macro-environment, regional and time dummies (models 2 to 9).
Insert Table 4 here
Overall the results confirm our hypothesis on the complementary relationship between inward FDI and imports (i.e. model one). Imports statistically affect FDI inflows and the relationship is quite strong the other way round as well. This strong relationship is supported in the different specifications used later on (models two to nine). The coefficient of REAL GDP, capturing 'market-seeking' behaviour is also significant showing a strong market seeking motivation for investments in the region.
Our second hypothesis with regards to the availability of the specialized factor S (as approximated by PRIMARY EDU and SECONDARY EDU respectively) is also proven to be true. There is though a clear-cut difference between the effect of primary and secondary education intensity on FDI. The PRIMARY EDU is never significant and generates an ambiguous negative effect. The secondary education (SECONDARY EDU) intensity though, which stands for medium workforce capabilities and skills, provides a positive and statistically significant sign in almost all regressions (with the exception of model 2). This result is further reinforced by the negative sign of the unit labour cost (ULC) for the FDI equation. Those two findings come in support of the 'efficiency-seeking' behaviour of investors in the CEE region.
In contrast, the sign of R&D OVER GDP is negative and statistically significant, indicating that the commitment of an economy towards the creation of new knowledge and innovation rather acts as a deterrent to international investors when their motivations are of a traditional nature like the market and efficiency seeking. This variable can also capture the ability of local firms to create competitive advantages and compete with multinationals. As long as the investment motivations are capturing primarily a traditional behaviour, i.e. market or efficiency seeking, this intensity in competition acts as a deterrent to entry for international investors.
The coefficient for REAL INTEREST, although has the hypothesised negative sign, is never statistically significant and this complies with results obtained by Aizenman and Noy (2005) .
The variables measuring the institutional stability of the environment have their hypothesised signs but only LAW & ORDER is statistically significant in some specifications. This finding reveals that the existence of a local market, as measured by REAL GDP and cheap labour force, as captured by ULC, are far more important for international investors in a region where the 'efficiency-seeking' motivation of FDI dominates.
The final measure of risk included in the model, i.e. M&A SALES has a strong and positive sign across the different specifications (models 5 to 9) demonstrating that FDI relies heavily on the ease and compatibility of operations in the local economy.
Results remain consistent with the above when the BALTIC dummy is added to the model (model 6).
Cultural proximity and ties with Finland and Sweden (Holland and Pain, 1998) , for the Baltic countries At the same time, in the imports equation, both REAL GDP and GDP PER CAPITA give very strong positive signs. The effect of REAL GDP is straightforward while the per capita income (GDP PER CAPITA) may be perceived as having demand-side and supply-side influences and the way it affects imports may alter as it changes. On one hand, taken as a measure of consumer taste, it indicates the appropriateness of foreign production for host country markets, whilst on the supply-side GDP per capita "may well be related to the technological and managerial capability of the host country" (Papanastassiou and Pearce, 1991) . Rising GDP PER CAPITA is expected to affect imports positively on the grounds that consumers desire more advanced and qualitative products produced elsewhere in the world, which local industrial structures cannot support (Linder effect, Linder 1961 ). The trade variable, i.e. openness of the local economy is insignificant in all specifications. Contrary, taxation on international trade turns out to be negative and significant. This indicates that trade barriers overall have negative and significant effects.
Finally, the socioeconomic conditions do have a positive effect but an insignificant one.
In order to gain further insights on the FDI-Imports relationship and the effect on each other we decided to break down our sample into three different periods. The first, early years of transition (before 1997), the main transition phase (between 1997 and 2002) and the final steps of preparation for EU accession (after 2002). The results are reported in Table 5 .
Insert Table 5 here
In the first period, imports affect FDI in a positive and statistically significant way whilst FDI shows no impact on imports. It is the beginning of an imports induced FDI cycle as described by the IDP.
This conforms to Dunning's rationale (1981) that in the early stages FDI will be of the form of import substituting investment. This reveals that companies prefer to service the markets primarily through exports and whenever possible complement those with FDI. In the second period the opposite relationship holds with FDI affecting imports in a positive and statistically significant way, whilst imports do not affect in a statistically significant way FDI. This shows that gradually an FDI basis, from the previous period, was (1978) , Pearce (1982) and Svensson, (1996) who evidence that the relationship varies over time.
Overall, our results conform to the majority of the existing empirical literature on FDI-Trade relationship which points to a complementary relationship. It is supportive of our theoretical argumentation of this relationship for countries belonging to the second stage (stepping to the third stage) of IDP, giving credit to Dunning's IDP framework (2001) . Combining the results, it is evident that FDI is directed to
Central and Eastern Europe mainly to take advantage of the new markets and exploit the cheap labour cost
The availability of a skilled but cheap labour force and the levels of the domestic income seem to have influenced to a great extent inward foreign investment in the region, which is actually expected. The growing attractiveness of the region is gradually reinforced by the improvement of the macroeconomic environment.
We have also estimated the results presented in Table 5 with the inclusion of dummies (BALTIC, METH, ENLARG, WAVE1). Results for the models remain overall the same 19 and the following observations can be made for the different dummies used. The BALTIC dummy becomes insignificant for the period before 1997 but keeps its negative and significant sign for the two periods after 1997. Both countries before 1997 are at the early stages of their transition process and thus the amount of FDI flows is rather small. The METH dummy is positive only in the prior to 1997 period. This is the period of major privatizations and this is reflected in the statistical significance of this dummy which keeps its positive sign but becomes insignificant after 1997. The ENLARG dummy was not significant in our overall model presented in Table 4 table 6 . We decided to present here the effect of imports in agriculture, manufacturing and services on the total FDI and the effect of FDI in agriculture, manufacturing and services on the total imports. The results from the individual effects do not alter the picture.
Insert Table 6 here This set of results further supports our previous argumentations and hypotheses. During the first period we have a strong complimentary relationship between all types of imports and FDI whilst FDI complements imports only in agricultural activities. FDI in services during this same period substitutes imports whilst FDI in manufacturing activities does not show any kind of statistically significant relationship with imports. In the second period, imports both in agriculture and manufacturing are substituting FDI whilst complement FDI in services. In the imports equation, it is evident that FDI now complements imports in both agriculture and manufacturing. Finally, in the third period, in the imports equation results remain similar to the previous period with the exception of FDI in agriculture which shows now no significant impact on imports, whilst imports are still primarily driven by FDI in agriculture and manufacturing. These results reveal a change in the structure of the economies under examination similar to the one hypothesised by the IDP and conform to Dunning et al. (2001) who argue that for countries belonging to the first and second stages, FDI and trade are very likely to be in different sectors.
Similarly to Table 5 we have also estimated results of Table 6 with the inclusion of dummies. Results for the models remain overall the same 20 and the following observations can be made for the dummies used.
The dummy BALTIC keeps its negative and significant sign. The dummy METH changes sign and remains statistically significant. The dummy has now a negative sign indicating that once controlling for sectors the privatisation methods with direct sales to strategic investors is perceived as an obstacle for a lot of foreign investors. This could be the result on monopolistic powers emerging in the markets and thus reduced opportunities for market expansion. The ENLARG dummy remains insignificant whilst the WAVE1 dummy remains negative but gains significance. This follows the argument raised above, when discussing the different time periods, on the increased competition.
VI. CONCLUDING REMARKS AND POLICY IMPLICATIONS
This paper addresses this imperative need to understand international investors' behaviour as well as the relationship between inward FDI and imports. The paper uses the most expanded data span in the current literature, from the early stages of transition to nowadays and an enriched dataset of countries and location factors.
In regards to the inward FDI vs. imports relationship, results strongly indicate an overall complementarity when examining FDI inflows. Our results show the gradual transition from an Imports induced FDI-Imports cycle to an FDI one and finally towards the latest stages of development (after 2002) to a virtuous FDI-Imports succession.
Another important issue that could be further highlighted is the 'core-periphery' issue within an enlarged EU. The effect of EU enlargement seems to act in a positive way for the FDI attraction potentials of those countries. FDI in these countries almost tripled in the period after the announcement of EU enlargement. It is too soon to address, however, this issue in depth due to the recent adhesion date of these countries. This study though offers a holistic framework of research, applicable to other cases as well.
Further examination of the inward FDI-Imports relationship and the determinants of inward FDI in the region may be of concern to other countries' policy makers, both within the EU and those of other emerging economies. The discussion of further EU enlargement towards the East with the accession of Turkey and other Commonwealth member states (CIS) has already started.
In what regards the first, it would be interesting in the ways that this new reality in the CEEC region might affect both developed and the peripheral countries like Greece and Portugal. Regarding the emerging economies, it would be of interest to check the relative trends between the regions and countries as they also receive increasing interest from foreign investors. Standard errors in parentheses *** Significant at 1%, ** Significant at 5%, *Significant at 10% Standard errors in parentheses *** Significant at 1%, ** Significant at 5%, *Significant at 10% 
